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This  Article  for  Release  May  9.  1988 

Shirley  Cripps,  Associate  Minister  of  Agriculture 
NEW  APPROACH  TO  DEBT  REPAYMENT 


In  recent  years,  severely  reduced 
farm  commodity  prices  have  made 
carrying  a  debt  load  very  difficult 
for  some  Alberta  producers.  Things 
have  t>een  especially  tough  for 
those  young  farmers  who  went  into 
business  at  a  time  of  high  prices 
and  inflated  land  values.  As  the 
province's  primary  lender  to 
beginning  farmers,  the  Agricul- 
tural Development  Corporation 
(AOC)  is  committed  to  helping 
Alberta's  farm  families  deal  suc- 
cessfully with  debt  repayment. 

I  was  pleased,  as  minister 
responsible  for  ADC,  to  join  with 
Premier  Getty  on  April  29th  in 
announcing  a  $30  million  program 
designed  to  help  ADC  borrowers 
cope  with  loan  repayment  in  these 
times  of  exceptionally  low  com- 
modity prices. 

The  new  Indexed  Deferral  Plan 
will  give  farmers  with  existing 
direct  ADC  loans  the  option  of 
rescheduling  their  payments  on  the 
basis  of  the  prices  they  receive 
for  their  commodities.  When  prices 
fall  below  the  previous  10-year 
average,  borrowers  will  be  able  to 
defer  part  of  their  loan  payments. 
The  deferred  portion  of  the  pay- 
ment will  be  repaid  when  com- 
modity prices  improve,  and  in  the 
meantime,  no  interest  will  be 
charged  on  the  amount  deferred. 

The  plan  will  not  reduce  the 
principal  of  a  borrower's  loan,  and 
interest  charged  on  the  principal 
will  remain  at  the  rate  currently 
charged.  The  Indexed  Deferral  Plan 
will  only  be  offered  to  farmers 
who  can  show  that,  through  this 
program,  they  will  be  successful 
in  repaying  their  loans. 

I  see  this  plan  as  a  very  respon- 
sible approach  to  farm  debt  trou- 
bles in  our  province.  It  will  provide 


effective  assistance  for  farmers 
having  difficulty  due  to  abnormal 
conditions,  and  will  do  so  without 
penalizing  more  successful  pro- 
ducers. The  Indexed  Deferral  Plan 
will  help  improve  cash  flow  for 
farmers  producing  commodities  that 
are  selling  at  depressed  prices,  but 
will  not  in  any  way  remove  the 
farmers'  obligation  to  repay  their 
debts. 

Producers  who  opt  for  the 
Indexed  Deferral  Plan,  which  went 
into  effect  as  of  May  1st,  will  set 
an  index  for  themselves  by  choos- 
ing from  a  range  of  commodities. 
Then,  over  the  course  of  the  pro- 
gram, the  price  of  their  commodity 
or  commodities  will  be  compared 
with  the  average  price  over  10 
years.  In  years  when  the  current 
price  is  less  than  the  average  price, 
a  deferral  of  a  portion  of  their 
loan  payment  will  be  triggered 

The  amount  of  the  loan  payment 
that  may  be  put  off  will  be  based 
on  the  percentage  by  which  the 
current  price  falls  below  the  10- 
year  average. 

To  see  how  the  plan  will  work, 
we  might  look  at  the  case  of  a 
wheat  farmer  who  has  a  $200,000 
loan  scheduled  over  20  years.  Nor- 
mally, this  producer  would  be  faced 
with  a  loan  payment  of  about 
$22,000  this  year.  Under  the 
Indexed  Deferral  Plan,  he  would 
be  eligible  for  a  current  year  defer- 
ral of  roughly  $7,000,  so  his  loan 
payment  for  the  year  would  be 
only  about  $!.'>, 000. 

An  additional  deferral  will  be 
offered  to  farmers  who  have  had 
loans  outstandmg  during  the  past 
two  years.  The  deferral  will  be 
based  on  commodity  prices  during 
those  years,  and  the  result,  when 
added  to  the  current  year's  defer 


ral,  will  be  a  reduction  in  loan 
payments  by  as  much  as  75  per 
cent.  Again,  in  the  case  of  a  wheat 
producer  with  a  $200,000  loan  and 
annual  payments  of  approximately 
$22,000,  ADC  would  defer  roughly 
$19,000  of  this  year's  payment. 
As  a  result,  the  farmer  would  be 
required  to  make  a  payment  of 
only  about  $3,000. 

The  Indexed  Deferral  Plan  is 
one  part  of  a  large  package  of 
debt  restructuring  alternatives 
developed  for  the  Agricultural 
Development  Corporation  in 
response  to  the  government's  prov- 
ince-wide review  of  the  Corpo- 
ration. Other  options  offered  by 
ADC  are  proportional  quit  claims, 
discharge  of  security,  postpone- 
ment of  payments,  and  loan  refi- 
nancing, among  many  others.  ADC 
loans  officers  and  enterprise  coun- 
sellors are  ready  to  help  clients 
take  a  good  look  at  all  the  alter- 
natives. 

The  Agricultural  Development 
Corporation  has  helped  thousands 
of  young  farm  families  gel  their 
start  since  it  was  established  in 
1972,  and  has  done  an  excellent 
job  throughout.  The  new  options 
and  opportunities  generated  by  the 
ADC  review  will  mean  even  better 
service  for  Corporation  clients  in 
these  difficult  times  for  agricul- 
ture. The  Indexed  Deferral  Plan, 
as  just  one  example,  is  a  realistic 
and  very  helpful  new  approach  to 
debt  repayment. 

In  the  end.  all  that  most  young 
farmers  having  trouble  with  loan 
payments  really  want  is  a  chance 
to  repay  their  debts.  By  providing 
that  opportunity,  the  Alberta 
Government  underscores  its  com- 
mitment to  agriculture,  and  to  this 
generation  of  Alberta  farmers. 


